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PROPOSITION

32

VETERANS’ BOND ACT OF 2000.

Official Title and Summary Prepared by the Attorney General
VETERANS’ BOND ACT OF 2000.
• This act provides for a bond issue of five hundred million dollars ($500,000,000) to provide farm and
home aid for California veterans.
• Appropriates money from state General Fund to pay off bonds, if costs not offset by payments from
participating veterans.
Summary of Legislative Analyst’s Estimate of Net State and Local Government
Fiscal Impact:
• Costs of about $858 million to pay off both the principal ($500 million) and interest (about
$358 million) on the bonds; costs paid by participating veterans.
• Average payment for principal and interest of about $34 million per year for 25 years.

Final Votes Cast by the Legislature on AB 2305 (Proposition 32)
Ayes 76

Noes

0

Senate:

Ayes 36

Noes

0

1A
PROPOSITION 32

Assembly:
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Analysis by the Legislative Analyst
BACKGROUND

FISCAL EFFECT

Since 1921, the voters have approved a total of about
$7.9 billion of general obligation bond sales to finance
the veterans’ farm an d ho me purchase (C al-Vet)
program. As of July 2000, there was about $270 million
remaining from these funds.
The money from these bond sales is used by the
Department of Veterans Affairs to purchase farms,
homes, and mobile homes which are then resold to
California veterans. Each participating veteran makes
monthly payments to the department. These payments
are in an amount sufficient to (1) reim burse the
department for its costs in purchasing the farm, home,
or mobile home; (2) cover all costs resulting from the
sale of the bonds, including interest on the bonds; and
(3) cover the costs of operating the program.

The bonds authorized by this measure would be paid
off over a period of about 25 years. If the $500 million in
bonds were sold at an interest rate of 5.5 percent, the
cost would be about $858 million to pay off both the
principal ($500 million) and the interest ($358 million).
The average payment for principal and interest would be
about $34 million per year.
Throughout its history, the Cal-Vet program has been
totally supported by the participating veterans, at no
direct cost to the taxpayer. However, because general
obligation bonds are backed by the state, if the
payments made by those veterans participating in the
program do not fully cover the amount owed on the
bonds, the state’s taxpayers would pay the difference.

PROPOSAL

PROPOSITION 32

This measure authorizes the state to sell $500 million
in general obligation bonds for the Cal-Vet program.
These bonds would provide sufficient funds for at least
2,500 additional veterans to receive loans.

For text of Proposition 32 see page 54.
2000 GENERAL
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32 VETERANS’ BOND ACT OF 2000.
Argument in Favor of Proposition 32

PROPOSITION 32

The Cal-Vet Farm and Home Loan Program was
established after World War I to help veterans in
establishing livelihoods and homes following active
military service to their country. Since then, more than
400,000 wartime veterans have been assisted by this
self-sup portin g Program. The Program, w hich has
earned the consistent support of voters for 79 years, is a
working memorial to the veterans of California.
Voter-approved general obligation bonds finance the
Program and are repaid by the veterans. Veteran loan
holders are charged interest on their loans at the lowest
rates that will cover all costs, including redemption of
general obligation bonds, debt service, and all program
administrative charges. The Program is operated entirely
without cost to the California taxpayer.
To ensure that deserving California veterans receive the
best possible service under the Cal-Vet Program, the
Legislature recently directed the Department of Veterans
Affairs, which administers the Program, to establish all
systems, procedures, technologies an d guidelines
necessary to achieve efficient loan processing at a pace

competitive with private-sector services. The Governor,
the Legislature, the Treasurer, and the California Veterans
Board all actively oversee the Program.
The last Cal-Vet bond measure appeared on the 1996
ballot and received strong voter support. Proposition 32
is needed now to ensure that the Cal-Vet Program will be
able to meet the future needs of veterans. The
Legislature placed this act on the ballot, at the request of
Governor Davis, with no negative votes, sending the
measure to voters with a vote of 76–0 in the Assembly
and 36–0 in the Senate.
We urge you to vote FOR Proposition 32, the Veterans’
Bond Act of 2000. The success of this measure will
enable California’s wartime veterans to purchase farms
and homes here with low interest rates and at no cost to
you. O ur veterans deserve no less.
ASSEMBLYMAN JO H N A. DUTRA, Chair
Assembly Committee on Veterans Affairs
SENAT OR K. MAURICE JO HAN NESSEN , Chair
Senate Committee on Veterans Affairs

Rebuttal to Argument in Favor of Proposition 32
PROPO NENTS’ CLAIM that the Cal-Vet loan program
operates “entirely without cost to the California taxpayer ”
IS N O T TRUE.
Raising money by selling tax-free bonds results in a loss
of revenue (from income on other possible investments
that would be taxed) to both the state treasury and the
federal treasury. This is explained in the main argument
against Proposition 32 on the opposite page.
The question is w hether continuing the Cal-Vet
program is worth its high cost.
O n this point, PROPO NENTS’ CLAIM that the program
has assisted “wartime veterans” IS MISLEADIN G.
Most California veterans have not been able to obtain
assistance through the Cal-Vet loan program precisely
because the program is not limited to war “time” veterans,
or persons who served in actual combat, or veterans who
became disabled by serving in the military.
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Even someone who stayed at home in the N ational
Guard is a qualified “veteran” under the Cal-Vet loan
program.
Presidential candidate George W. Bush of Texas, who
joined in his state’s “Air” N ational Guard instead of going
to fight the War in Vietnam, is technically a “veteran.”
But would he deserve a subsidized home loan for such
service?
Instead of funding another half-billion dollars in lowinterest loans for the purchase of “homes and farms” for
a relatively small number of persons in the broad
category of “veterans,” let’s spend money on programs
limited to the most deserving and needy people—such
as persons who became disabled in military combat.
MELVIN L. EMERICH
Attorney at Law

Arguments printed on this page are the opinions of the authors and have not been checked for accuracy by any official agency.
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Argument Against Proposition 32
in the past, everyone could receive low interest loans
from the government! We could have a “ Cal-Resident
Home Loan Program ” for everyone. But, it does not work
that way.
N ow that you know how the Cal-Vet Home Loan
Program costs YOU hundreds of millions of dollars, the
question is whether the program is justified.
Here are the biggest problems we see:
(1) The program is not limited to veterans who
served in combat.
Any California veteran may apply.
(2) Bureaucrats then decide which veterans get the
homes and which do not.
Relatively few veterans end up benefiting from the
program.
MELVIN L. EMERICH, Co-chair
Voter Information Alliance
GARY B. WESLEY, Co-chair
Voter Information Alliance

Rebuttal to Argument Against Proposition 32
The Cal-Vet Home Loan Program is California’s means
of keeping the promise to honor those who served.
Veterans using the Program are not simply “lucky home
buyers”; they are individuals who have made sacrifices
for State and Country.
The Cal-Vet Home Loan Program has no direct cost to
taxpayers. It is true that the program is funded by the
sale of tax-exempt bonds, but the investors purchase
these bonds as a part of their tax-exempt strategies. If
they did not purchase these bonds, which are used to
benefit veterans and in turn to bolster California’s real
estate industry, purchasers would find other tax-exempt
investments that might not benefit California, or our
veterans.
Contrary to the arguments against the Veterans Bond
Act, the Program is fully justified:

2000 GENERAL

1. The bonds in question are General O bligation
Bonds. These bonds can be used only by veterans who have
wartime service and are purchasing homes in California.
2. State and federal laws determine the use of taxexempt bonds. Loans are underwritten, according to
com mon industry practice, by the staff of the California
Department of Veterans Affairs. M ore than 412,000
veterans have benefited from the Program since its
inception in 1921.
H O N ORABLE GRAY DAVIS
Governor
ASSEMBLYMAN JO H N A. DUTRA, Chair
Assembly Committee on Veterans Affairs
SENAT OR K. MAURICE JO HAN NESSEN , Chair
Senate Committee on Veterans Affairs

Arguments printed on this page are the opinions of the authors and have not been checked for accuracy by any official agency.
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In this measure, state legislators are proposing that the
State of California sell a half billion dollars in bonds to be
used by the Cal-Vet Home Loan Program.
While it is true that the lucky home buyers repay the
bon ds—principal an d interest—the program costs
everyone else hundreds of millions of dollars in a way
proponents never talk about.
You see, government bonds are purchased by investors
even though they yield a low rate of interest only
because the interest earned is tax-free under both federal
and state law.
When investors buy tax-free bonds instead of making
tax-producing investments in the private sector, the
federal and state governments lose money that would
have been collected on taxable investment returns.
The amount lost approximates the difference between
the rate of interest on government bonds and the rate of
interest on secure, taxable investments.
So, the Cal-Vet Home Loan Program is actually quite
expensive. If it were “free” as proponents have claimed

Ballot Measure Summary
PROPOSITION
VETERANS’ BOND ACT OF 2000.
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LEGISLATURE. PARTICIPATION IN PUBLIC
EMPLOYEES’ RETIREMENT SYSTEM.

BOND ACT.
Put on the Ballot by the Legislature.

LEGISLATIVE CONSTITUTIONAL AMENDMENT.
Put on the Ballot by the Legislature.

SUMMARY

SUMMARY

This act provides for a bond issue of five hundred million dollars
($500,000,000) to provide farm and home aid for California
veterans. Fiscal Impact: Costs of about $858 million over 25 years
(average cost of about $34 million per year); costs paid by
participating veterans.

Allows legislative members to participate in the Public Employees’
Retirement System plans in which a majority of state employees
may participate. Fiscal Impact: Annual state costs under $1 million
to provide retirement benefits to legislators, with these costs
replacing other spending from the fixed annual amount provided in
support of the Legislature.

WHAT YOUR VOTE MEANS

WHAT YOUR VOTE MEANS

YES

NO

YES

NO

A YES vote on this measure
means: The state would be able
to issue $500 million in general
obligation bonds to provide
loans for the veterans’ farm
and home purchase (Cal-Vet)
program.

A N O vote on this measure
means: The state would not be
able to issue these bonds for
this purpose.

A YES vote on this measure
means: State legislators could
earn retirement benefits under
a state retirement system for
their years of service in the
Legislature.

A N O vote on this measure
means: For retirement purposes,
state legislators would continue
to earn only Social Security
benefits for their years of service
in the Legislature.

ARGUMENTS

ARGUMENTS

PRO

CON

PRO

CON

The time-honored Cal-Vet Loan
Program
helps
wartime
veterans to purchase homes
and farms in California at no
expense to taxpayers. Voterapproved bonds finance the
Program and are repaid, along
with all program costs, by
veteran loan holders. This
measure would replenish such
bonds. We urge your support.

Proposition 32 is a half billion
dollar bon d measure that
would cost taxpayers a fortune.
The m oney would be used
to buy homes for “veterans”
defined to even include persons
like Presidential can didate
George W. Bush who joined his
state’s Air N ational G uard
instead of going to fight in
Vietnam!

Proposition 33 is about fairness
and about allowing everyone
to serve in the Legislature, not
just the rich. Proposition 33
only allows members of the
Legislature to participate in the
same pension plan as every
other state em ployee. N o
ad ditional perks. Proposition
33 will require no additional
state spending.

Vote N O . Legislators’ salaries
are now $99,000, plus some
reim bursement
for
livin g
expenses. They need no more
perks. This measure, written by
politicians, wipes out a key part
of Proposition 140 enacted by
voters in 1990 and will increase
general fund costs. Vote N O on
Proposition 33.

FOR ADDITIONAL INFORMATION

FOR ADDITIONAL INFORMATION

FOR

AGAINST

FOR

AGAINST

Glenn Gilbert
Assembly Com mittee on
Veterans Affairs
California State Assembly

Melvin L. Emerich
Attorney at Law

Yes on Prop. 33

Lewis Uhler, President
The N ational
Tax-Limitation Com mittee

1020 N Street, Room 357
Sacramento, CA 95814
(916) 319-2486
glenn.gilbert@asm.ca.gov

95 South Market St., #300
San Jose, CA 95113
(408) 995-3224
www.melemerich.com

c/o Western Group
P. O . Box 596
Yucaipa, CA 92399
(909) 795-9722
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151 N . Sunrise Ave., Suite 901
Roseville, CA 95661
(916) 786-9400

TEXT OF THE PROPOSED LAWS
Proposition 32: Text of Proposed Law
This law proposed by Assembly Bill 2305 (Statutes of 2000,
Ch. 51) is submitted to the people in accordance with the
provisions of Article XVI of the California Constitution.
This proposed law adds sections to the Military and Veterans
Code; therefore, new provisions proposed to be added are
printed in italic type to indicate that they are new.
PROPOSED LAW

SECTIO N 1. Article 5w (com mencing with Section 998.300)
is added to Chapter 6 of Division 4 of the Military and Veterans
Code, to read:

PROPOSITION 32

Article 5w. Veterans’ Bond Act of 2000
998.300. This article may be cited as the Veterans’ Bond Act
of 2000.
998.301. (a) The State General Obligation Bond Law
(Chapter 4 (commencing with Section 16720) of Part 3 of Division
4 of Title 2 of the Government Code), except as otherwise provided
herein, is adopted for the purpose of the issuance, sale, and
repayment of, and otherwise providing with respect to, the bonds
authorized to be issued by this article, and the provisions of that
law are included in this article as though set out in full in this
article. All references in this article to “herein” refer both to this
article and that law.
(b) For purposes of the State General Obligation Bond Law, the
Department of Veterans Affairs is designated the board.
998.302. As used herein, the following words have the
following meanings:
(a) “Board” means the Department of Veterans Affairs.
(b) “Bond” means veterans’ bond, a state general obligation
bond, issued pursuant to this article adopting the provisions of the
State General Obligation Bond Law.
(c) “Bond act” means this article authorizing the issuance of
state general obligation bonds and adopting the State General
Obligation Bond Law by reference.
(d) “Committee” means the Veterans’ Finance Committee of
1943, established by Section 991.
(e) “Fund” means the Veterans’ Farm and Home Building Fund
of 1943, established by Section 998.
998.303. For the purpose of creating a fund to provide farm
and home aid for veterans in accordance with the Veterans’ Farm
and Home Purchase Act of 1974 (Article 3.1 (commencing with
Section 987.50)), and of all acts amendatory thereof and
supplemental thereto, the committee may create a debt or debts,
liability or liabilities, of the State of California, in the aggregate
amount of not more than five hundred million dollars
($500,000,000), exclusive of refunding bonds, in the manner
provided herein.
998.304. (a) All bonds authorized by this article, when duly
sold and delivered as provided herein, constitute valid and legally
binding general obligations of the State of California, and the full
faith and credit of the State of California is hereby pledged for the
punctual payment of both principal and interest thereof.
(b) There shall be collected annually, in the same manner and
at the same time as other state revenue is collected, a sum of
money, in addition to the ordinary revenues of the state, sufficient
to pay the principal of, and interest on, these bonds as provided
herein, and all officers required by law to perform any duty in
regard to the collection of state revenues shall collect this
additional sum.
(c) On the dates on which funds are remitted pursuant to
Section 16676 of the Government Code for the payment of the
then maturing principal of, and interest on, the bonds in each
fiscal year, there shall be returned to the General Fund all of the
money in the fund, not in excess of the principal of, and interest
on, any bonds then due and payable. If the money so returned on
the remittance dates is less than the principal and interest then
due and payable, the balance remaining unpaid shall be returned
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to the General Fund out of the fund as soon as it shall become
available, together with interest thereon from the dates of
maturity until returned, at the same rate of interest as borne by
the bonds, compounded semiannually.
Notwithstanding any other provision of law to the contrary, this
subdivision shall apply to all veterans farm and home purchase
contracts pursuant to this chapter. This subdivision does not grant
any lien on the fund or the moneys therein to holders of any bonds
issued under this article. For the purposes of the subdivision, “debt
service” means the principal (whether due at maturity, by
redemption, or acceleration), premium, if any, or interest payable
on any date to any series of bonds. This subdivision shall not
apply, however, in the case of any debt service that is payable from
the proceeds of any refunding bonds.
998.305. There is hereby appropriated from the General
Fund, for purposes of this article, a sum of money that will equal
both of the following:
(a) That sum annually necessary to pay the principal of, and
the interest on, the bonds issued and sold as provided herein, as
that principal and interest become due and payable.
(b) That sum necessary to carry out Section 998.306,
appropriated without regard to fiscal years.
998.306. For the purposes of this article, the Director of
Finance may, by executive order, authorize the withdrawal from
the General Fund of a sum of money not to exceed the amount of
the unsold bonds which have been authorized by the committee
to be sold pursuant to this article. Any sums withdrawn shall be
deposited in the fund. All moneys made available under this
section to the board shall be returned by the board to the General
Fund, plus the interest that the amounts would have earned in the
Pooled Money Investment Account, from the sale of bonds for the
purpose of carrying out this article.
998.307. The board may request the Pooled Money
Investment Board to make a loan from the Pooled Money
Investment Account, in accordance with Section 16312 of the
Government Code, for the purposes of carrying out this article. The
amount of the request shall not exceed the amount of unsold
bonds which the committee has, by resolution, authorized to be
sold for the purpose of carrying out this article. The board shall
execute whatever documents are required by the Pooled Money
Investment Board to obtain and repay the loan. Any amounts
loaned shall be deposited in the fund to be allocated by the board
in accordance with this article.
998.308. Upon request of the board, supported by a
statement of its plans and projects approved by the Governor, the
committee shall determine whether to issue any bonds authorized
under this article in order to carry out the board’s plans and
projects, and, if so, the amount of bonds to be issued and sold.
Successive issues of bonds may be authorized and sold to carry out
these plans and projects progressively, and it is not necessary that
all of the bonds be issued or sold at any one time.
998.309. As long as any bonds authorized under this article
are outstanding, the Secretary of Veterans Affairs shall, at the close
of each fiscal year, require a survey of the financial condition of the
Division of Farm and Home Purchases, together with a projection
of the division’s operations, to be made by an independent public
accountant of recognized standing. The results of each survey and
projection shall be reported in writing by the public accountant to
the Secretary of Veterans Affairs, the California Veterans Board, the
appropriate policy committees dealing with veterans affairs in the
Senate and the Assembly, and the committee.
The Division of Farm and Home Purchases shall reimburse the
public accountant for these services out of any money which the
division may have available on deposit with the Treasurer.
998.310. The committee may authorize the Treasurer to sell
all or any part of the bonds authorized by this article at the time
or times established by the Treasurer.
Whenever the committee deems it necessary for an effective sale
of the bonds, the committee may authorize the Treasurer to sell
any issue of bonds at less than their par value, notwithstanding
2000 GENERAL

Text of Proposed Laws — Continued
Section 16754 of the Government Code. However, the discount on
the bonds shall not exceed 3 percent of the par value thereof.
998.311. Out of the first money realized from the sale of
bonds as provided herein, there shall be redeposited in the General
Obligation Bond Expense Revolving Fund, established by Section
16724.5 of the Government Code, the amount of all expenditures
made for the purposes specified in that section, and this money
may be used for the same purpose and repaid in the same manner
whenever additional bond sales are made.
998.312. Any bonds issued and sold pursuant to this article
may be refunded in accordance with Article 6 (commencing with
Section 16780) of Chapter 4 of Part 3 of Division 2 of Title 2 of the
Government Code. The approval of the voters for the issuance of
bonds under this article includes approval for the issuance of
bonds issued to refund bonds originally issued or any previously
issued refunding bonds.
998.313. Notwithstanding any provision of the bond act, if
the Treasurer sells bonds under this article for which bond counsel
has issued an opinion to the effect that the interest on the bonds
is excludable from gross income for purposes of federal income tax,
subject to any conditions which may be designated, the Treasurer

may establish separate accounts for the investment of bond
proceeds and for the earnings on those proceeds, and may use
those proceeds or earnings to pay any rebate, penalty, or other
payment required by federal law or take any other action with
respect to the investment and use of bond proceeds required or
permitted under federal law necessary to maintain the tax-exempt
status of the bonds or to obtain any other advantage under federal
law on behalf of the funds of this state.
998.314. The Legislature hereby finds and declares that,
inasmuch as the proceeds from the sale of bonds authorized by
this article are not “proceeds of taxes” as that term is used in
Article XIII B of the California Constitution, the disbursement of
these proceeds is not subject to the limitations imposed by Article
XIII B.
998.315. Notwithstanding any other provision of law, any
bonds issued and sold under the Veterans Bond Act of 1982, and
the Veterans Bond Act of 1984 may be refunded in accordance
with Article 6 (commencing with Section 16780) of Chapter 4 of
Part 3 of Division 4 of Title 2 of the Government Code, without
regard to the first sentence of Section 16786 of the Government
Code.

Proposition 33: Text of Proposed Law
This amendment proposed by Assembly Constitutional
Amendment 12 of the 1999–2000 Regular Session (Resolution
Chapter 83, Statutes of 2000) expressly amends the California
Constitution by amending a section thereof; therefore, existing
provisions proposed to be deleted are printed in strikeout type
and new provisions proposed to be added are printed in italic
type to indicate that they are new.
PROPOSED AMEND MENT TO SECTION 4.5 OF ARTICLE IV
SEC. 4.5. N otwithstanding any other provision of this
Constitution or existing law, a person elected to or serving in
the Legislature on or after N ovember 1, 1990, shall participate
in the Federal Social Security (Retirement, Disability, Health
Insurance) Program System, and the may elect to participate in

the Public Employees’ Retirement System in any state retirement
plan in which a majority of the employees of the state may
participate. The State shall pay only the employer's share of the
contribution contributions necessary to such that participation.
N o other pension or retirement benefit shall accrue as a result
of service in the Legislature, such that service not being
intended as a career occupation. This Section section shall not
be construed to abrogate or diminish any vested pension or
retirement benefit which that may have accrued under an
existing law to a person holding or having held office in the
Legislature, but upon adoption of this Act act no further
entitlement to nor vesting in any existing program programs
shall accrue to any such person, other than the Social Security
System and the Public Employees’ Retirement System to the
extent herein provided.

This law proposed by Senate Bill 1223 (Statutes of 2000,
Chapter 102) is submitted to the people in accordance with
the provisions of Article II, Section 10 of the California
Constitution.
This proposed law amends, adds, repeals, and repeals and
adds sections to the Government Code; therefore, existing
provisions proposed to be deleted are printed in strikeout type
and new provisions proposed to be added are printed in italic
type to indicate that they are new.
PROPOSED LAW

SECTIO N 1. (a) The people find and declare all of the
following:
(1) M onetary contributions to political campaigns are a
legitimate form of participation in the American political
process, but large contributions may corrupt or appear to
corrupt candidates for elective office.
(2) Increasing costs of political campaigns have forced
many candidates to devote a substantial portion of their time
to raising campaign contributions and less time to public
policy.
(3) Political parties play an important role in the American
political process and help insulate candidates from the
potential corrupting influence of large contributions.
(b) The people enact the Campaign Contribution and
Voluntary Expenditure Limits Without Taxpayer Financing
Amendments to the Political Reform Act of 1974 to accomplish
all of the following purposes:
2000 GENERAL

(1) To ensure that individuals and interest groups in our
society have a fair and equitable opportunity to participate in
the elective and governmental processes.
(2) To minimize the potentially corrupting influence and
appearance of corruption caused by large contributions by
providing reasonable contribution and voluntary expenditure
limits.
(3) To reduce the influence of large contributors with an
interest in matters before state government by prohibiting
lobbyist contributions.
(4) To provide voluntary expen diture limits so that
candidates and officeholders can spend a lesser proportion of
their time on fundraising and a greater proportion of their time
conducting public policy.
(5) To increase public information regarding campaign
contributions and expenditures.
(6) To enact increased penalties to deter persons from
violating the Political Reform Act of 1974.
(7) To strengthen the role of political parties in financing
political cam paig ns by means of reasonable limits on
contributions to political party com mittees and by limiting
restrictions on contributions to, and expenditures on behalf of,
party candidates, to a full, complete, and timely disclosure to
the public.
SEC. 2. Section 82016 of the G overn ment C ode is
amended to read:
82016. (a) “ Controlled com mittee” means a com mittee
which that is controlled directly or indirectly by a candidate or
state measure proponent or which that acts jointly with a
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Proposition 34: Text of Proposed Law

